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with the Bank against which the Bank 
is required to maintain capital. 

(b) A Bank may establish the min-
imum investment required of each 
member as a percentage of the total as-
sets of the member, as a percentage of 
the advances outstanding to the mem-
ber, as a percentage of any other busi-
ness activity conducted with the mem-
ber, on any other basis that is approved 
by the Finance Board, or any combina-
tion thereof. 

(c) A Bank may require each member 
to satisfy the minimum investment re-
quirement through the purchase of ei-
ther Class A or Class B stock, or 
through the purchase of one or more 
combinations of Class A and Class B 
stock that have been authorized by the 
board of directors of the Bank in its 
capital plan. A Bank, in its discretion, 
may establish a lower minimum invest-
ment for members that invest in Class 
B stock than is required for members 
that invest in Class A stock, provided 
that such reduced investment provides 
sufficient capital for the Bank to re-
main in compliance with its minimum 
capital requirements. 

(d) Each member of a Bank shall at 
all times maintain an investment in 
the capital stock of the Bank in an 
amount that is sufficient to satisfy the 
minimum investment required for that 
member in accordance with the Bank’s 
capital plan. 

(The Office of Management and Budget has 
approved the information collection con-
tained in this section and assigned control 
number 3069–0059 with an expiration date of 
November 30, 2003)

§ 931.4 Dividends. 
(a) In general. A Bank may pay divi-

dends on Class A or Class B stock, in-
cluding any subclasses of such stock, 
only out of previously retained earn-
ings or current net earnings, and shall 
declare and pay dividends only as pro-
vided by its capital plan. The capital 
plan may establish different dividend 
rates or preferences for each class or 
subclass of stock, which may include a 
dividend that tracks the economic per-
formance of certain Bank assets, such 
as Acquired Member Assets. A member, 
including a member that has provided 
the Bank with a notice of intent to 
withdraw from membership or one 

whose membership is otherwise termi-
nated, shall be entitled to receive any 
dividends that a Bank declares on its 
capital stock while the member owns 
the stock. 

(b) Limitation on payment of dividends. 
In no event shall a Bank declare or pay 
any dividend on its capital stock if 
after doing so the Bank would fail to 
meet any of its minimum capital re-
quirements, nor shall a Bank that is 
not in compliance with any of its min-
imum capital requirements declare or 
pay any dividend on its capital stock. 

[66 FR 8310, Jan. 30, 2001, as amended at 66 
FR 54108, Oct. 26, 2001]

§ 931.5 Liquidation, merger, or consoli-
dation. 

The respective rights of the Class A 
and Class B stockholders, in the event 
that the Bank is liquidated, or is 
merged or otherwise consolidated with 
another Bank, shall be determined in 
accordance with the capital plan of the 
Bank.

§ 931.6 Transfer of capital stock. 
A Bank in its capital plan may allow 

a member to transfer any excess cap-
ital stock of the Bank to another mem-
ber of that Bank or to an institution 
that has been approved for membership 
in that Bank and that has satisfied all 
conditions for becoming a member, 
other than the purchase of the min-
imum amount of Bank stock that it is 
required to hold as a condition of mem-
bership. Any such stock transfers shall 
be at par value and shall be effective 
upon being recorded on the appropriate 
books and records of the Bank. The 
Bank may, in its capital plan, require a 
member to receive the approval of the 
Bank before a transfer of the Bank’s 
stock, as allowed under this section, is 
completed. 

[66 FR 8310, Jan. 30, 2001, as amended at 66 
FR 54108, Oct. 26, 2001]

§ 931.7 Redemption and repurchase of 
capital stock. 

(a) Redemption. A member may have 
its capital stock in a Bank redeemed 
by providing written notice to the 
Bank in accordance with this section. 
For Class A stock, a member shall pro-
vide six-months written notice, and for 
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Class B stock a member shall provide 
five-years written notice. The notice 
shall indicate the number of shares of 
Bank stock that are to be redeemed, 
and a member shall not have more 
than one notice of redemption out-
standing at one time for the same 
shares of Bank stock. A member may 
cancel a notice of redemption by so in-
forming the Bank in writing, and the 
Bank may impose a fee (to be specified 
in its capital plan) on any member that 
cancels a pending notice of redemption. 
At the expiration of the applicable no-
tice period, the Bank shall pay the 
stated par value of that stock to the 
member in cash. A request by a mem-
ber (whose membership has not been 
terminated) to redeem specific shares 
of stock shall automatically be can-
celled if the Bank is prevented from re-
deeming the member’s stock by para-
graph (c) of this section within five 
business days from the end of the expi-
ration of the applicable redemption no-
tice period because the member would 
fail to maintain its minimum invest-
ment in the stock of the Bank after 
such redemption. The automatic can-
cellation of a member’s redemption re-
quest shall have the same effect as if 
the member had cancelled its notice to 
redeem stock prior to the end of the re-
demption notice period, and a Bank 
may impose a fee (to be specified in its 
capital plan) for automatic cancella-
tion of a redemption request. A Bank 
shall not be obligated to redeem its 
capital stock other than in accordance 
with this paragraph. 

(b) Repurchase. A Bank, in its discre-
tion and without regard to the applica-
ble redemption periods, may repur-
chase from a member any outstanding 
Class A or Class B capital stock that is 
in excess of the amount of that class of 
Bank stock that the member is re-
quired to hold as a minimum invest-
ment, in accordance with the capital 
plan of that Bank. A Bank undertaking 
such a stock repurchase at its own ini-
tiative shall provide the member with 
reasonable notice prior to repurchasing 
any excess stock, with the period of 
such notice to be specified in the 
Bank’s capital plan, and shall pay the 
stated par value of that stock to the 
member in cash. For purposes of this 
section, any Bank stock owned by a 

member shall be considered to be ex-
cess stock if the member is not re-
quired to hold such stock either as a 
condition of remaining a member of 
the Bank or as a condition of obtaining 
advances or transacting other business 
with the Bank. A member’s submission 
of a notice of intent to withdraw from 
membership, or its termination of 
membership in any other manner, shall 
not, in and of itself, cause any Bank 
stock to be deemed excess stock for 
purposes of this section. 

(c) Limitation. In no event may a 
Bank redeem or repurchase any stock 
if, following the redemption or repur-
chase, the Bank would fail to meet any 
minimum capital requirement, or if 
the member would fail to maintain its 
minimum investment in the stock of 
the Bank, as required by § 931.3. 

(The Office of Management and Budget has 
approved the information collection con-
tained in this section and assigned control 
number 3069–0004 with an expiration date of 
April 30, 2001) 

[66 FR 8310, Jan. 30, 2001, as amended at 66 
FR 54108, Oct. 26, 2001]

§ 931.8 Other restrictions on the repur-
chase or redemption of Bank stock. 

(a) Capital impairment. A Bank may 
not redeem or repurchase any capital 
stock without the prior written ap-
proval of the Finance Board if the Fi-
nance Board or the board of directors 
of the Bank has determined that the 
Bank has incurred or is likely to incur 
losses that result in or are likely to re-
sult in charges against the capital of 
the Bank. This prohibition shall apply 
even if a Bank is in compliance with its 
minimum capital requirements, and 
shall remain in effect for however long 
the Bank continues to incur such 
charges or until the Finance Board de-
termines that such charges are not ex-
pected to continue. 

(b) Bank discretion to suspend redemp-
tion. A Bank, upon the approval of its 
board of directors, or of a sub-
committee thereof, may suspend re-
demption of stock if the Bank reason-
ably believes that continued redemp-
tion of stock would cause the Bank to 
fail to meet its minimum capital re-
quirements as set forth in §§ 932.2 or 
932.3 of this chapter, would prevent the 
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